Survey (BHPS), we investigate the determinants of job satisfaction and attempt to explain why workers in Wales are happier in their work than workers in other parts of the UK. We find that workers in Wales appear to be less concerned about pay than workers in other regions. We suggest that because lower earnings tend to be associated with higher levels of unemployment and inactivity, being in work may be regarded more favourably in more economically depressed regions. We also suggest the climate of industrial relations, as perceived by workers, is better in Wales than elsewhere.
INTRODUCTION
In recent years economists have used worker reported job satisfaction to examine the utility obtained from work. Standard micro-economic theory suggests there is a trade-off between earnings and hours of work, with satisfaction rising as wage income increases and decreasing as hours of work rise. However, there is evidence to suggest that these features are not the only or even the most important determinants of job satisfaction. In particular, individuals obtain satisfaction from the nature of work itself, from feelings of job security, from relationships with coworkers and much else besides. (Clark 2001) . Both absolute pay and relative pay have been found to influence job satisfaction as workers feelings of job equity are governed not only by what they earn but also by what other workers in similar positions earn. (Rees 1993 , Baxter 1973 . There are also differences between men and women in the levels of reported satisfaction and their determinants, with women being less driven by pay than is the case with men. (Sloane and Williams 2000) Among previous papers in this journal examining aspects of job satisfaction Idson (1990) has focused on establishment size, Meng (1990) on trade unions, Belfield and Harris (2002) on education, Brown and McIntosh (2003) on the low wage service sector and Gazioglu and Tansel (2006) on a range of individual and job-related factors. Another group of papers has focused on differences in job satisfaction across nations. Thus Sousa-Poza and Sousa-Posa (2000) compared 21 countries using data from the 1997 International Social Survey Program. They found that levels of job satisfaction varied across countries and these differences could be partly attributed to differences in work role inputs and outputs. Further, while some F o r P e e r R e v i e w 3 determinants of job satisfaction, such as having an interesting job and good relations with management , were important in all countries, others such as pay and job security tended to be country specific. There are also gender differences in job satisfaction across country with women reporting significantly higher job satisfaction than men in the UK, the US, Hungary and New Zealand, but significantly lower satisfaction in some other countries, notably Spain. (See Sousa-Poza and SousaPosa, 2000) . Diaz-Serrano and Cabral Vieira (2005) examined the difference in job satisfaction between lower and higher paid workers within the European Union using the European Union Community Household Panel data over the period 1994-2001. They find that low paid workers report a significantly lower level of job satisfaction than higher paid workers in most countries, but that the reverse applies in the UK. Green and Tsitsianis (2005) attempt to explain trends in job satisfaction over time in Britain and Germany. Contrary to expectations they find that changing job insecurity does not explain the modest fall in job satisfaction in either country, but intensification of work effort and declining task discretion can explain part of the decline in job satisfaction in Britain. In this paper we focus on regional differences in job satisfaction within a single country, which to our knowledge has not been analysed before. To the extent that there are regional differences in earnings we might expect this to be reflected in reported job satisfaction. However, this may be moderated by the fact that lower earnings go hand in hand with higher levels of unemployment and inactivity, so that being in work may be regarded more favourably in more economically depressed regions.
We make use of the British Household Panel Survey (BHPS) which asks individuals all things considered, how satisfied or dissatisfied they are with their present job 
MODEL SPECIFICATION AND ESTIMATION
Our starting point is that job satisfaction is a reasonable proxy for the utility of work.
As Hamermesh (2001) suggests, "A potentially useful view is that job satisfaction is the resultant of the worker's weighing in his/her mind of all the job's aspects. It can be viewed as a single metric that allows a worker to compare the current job to other labour market opportunities."
2 Of course, we cannot be certain that individual workers will use the 1 to 7 ranking scale in exactly the same way, but empirical regularities can be observed using such job satisfaction measures. Thus, Hamermesh (1977) , Freeman (1978) , Akerlof, Rose and Yellen (1988) and Clark (2001) have all found that recorded job satisfaction is a strong predictor of quit behaviour, while Mangione and Quinn (1975) and Clegg (1983) found that there was a negative correlation between job satisfaction and both worker absence and productivity. Job satisfaction can be considered to be a type of sub-utility function u within an overall utility function, v, representing overall life satisfaction.
Thus, v = v { u (h, i, j) µ }.
(
Where u is the utility from work and µ the utility obtained from other sources or non-work spheres of activity. As work is an important component of life in general 
where y equals wage income, h represents hours of work and i and j are vectors of individual and job specific characteristics, respectively.
A prominent view in the psychology literature is that happiness, in part, depends on
relative income or what others earn. In the economics literature Easterlin (1974) first put forward the hypothesis that overall well being depended on relative rather than absolute income in the context of inter-country comparisons and within-country time series. Rees (1993) also suggested that there was an inverse relationship between a worker's satisfaction and the pay of other workers. Baxter (1973 and formalised this in the concept of relative deprivation. That is, as a worker's level of earnings falls relative to that of others, the individual will feel relatively deprived and happiness will decline. To incorporate this idea we extend the utility function by including an additional variable y * to proxy an individual's reference income. Thus, u = u(y, y * , h, i, j)
We do not directly observe y * but the psychology literature suggests that such comparisons tend to be narrowly drawn. Thus, Major and Forcey (1985) found that individuals preferred to make comparisons within the same sex and job rather than across these dimensions. 3 Our reference income is obtained by estimating a wage equation and then using the results to estimate a predicted wage for each individual based on their personal and job characteristics. There are potential econometric Therefore, we derive our comparison pay from the Labour Force Survey (LFS) corresponding to the date of interview 4 . Thus, if actual pay is below the pay predicted from the LFS we would expect this to reduce job satisfaction.
A further consideration is that job satisfaction and wages may be endogenous. For example, wages and job satisfaction could be simultaneously determined were wages to compensate for the degree of risk in a job which, in turn, could lower job satisfaction if an individual were risk averse. Or, suppose more satisfied workers tend to increase the degree of work effort and this, in turn, raises pay, then again the two variables will be endogenous. There are standard ways of dealing with this problem, but finding appropriate exclusion restrictions can be problematical.
Lydon and Chevalier (2002) made a rare attempt to deal with the problem by using characteristics of a respondent's partner or spouse as instruments in a sample of graduates and this produced significantly higher own wage effects in their job satisfaction equation than when wages were treated as exogenous. However, this result is obtained at the cost of restricting the sample to married individuals or those with partners and we do not attempt to deal with this potential problem here. Failing to deal with this problem may be less crucial in our case, given that our main concern is with regional differences in job satisfaction.
One advantage of using the BHPS is that one can make use of the panel element to control for individual heterogeneity. The unobserved component can be treated as either a random variable or as a fixed effect, when it is treated as a parameter to be 4 Because we have observations of pay in different years we deflate the pay variable by the retail price index so that we are always considering real pay. In every region there has been some decline in recorded levels of job satisfaction compared to wave 1 (1991), though a degree of caution is required interpreting these results due to the small sample size in Scotland and particularly Wales prior to the boosts to the BHPS in these two regions (figure one). Further, there has been some increase in recorded job satisfaction over the last three waves. It should also be noted that in contrast to the trend in overall job satisfaction, there has been an upward trend between waves 1 and 11 in the recorded levels of satisfaction with pay (figure two), with Wales having the highest recorded level at the end of the period despite the lower mean level of pay there. 5 A number of studies (e.g. Oswald, 1996, and Williams, 2000 have found a relationship between home ownership (or more particularly having a mortgage) and job satisfaction. The need to pay for the costs of a mortgage may increase the need to earn more and thereby increase the intensity of work and reduce job satisfaction, but there are other possibilities. Thus Clark (1996) , who finds renters are more satisfied at work than home owners, attributes this to renting making it easier to change jobs and, therefore, get a better job match. They find that average job satisfaction increases with the unemployment rate.
In terms of overall life satisfaction, data for which are available up to wave 10, Wales also has the highest recorded level at the end of the period, with the level being stable between waves 8 and 10 when there were declines in the other regions (figure three). When the sample is divided into employed, unemployed and inactive (figure five) life satisfaction is clearly higher for the employed group and lowest for the unemployed group in each of the regions. The sample was further divided into those expressing low job satisfaction (1 and 2), medium job satisfaction (3, 4 and 5) and high job satisfaction (6 and 7), (figure three). Overall life satisfaction was clearly highest for those with high job satisfaction and lowest for those with low job satisfaction, the same being true for all regions.
The finding of high overall life satisfaction in Wales is not quite matched by the inactive group which record figures not very different from those in other regions.
This suggests that in the regression analysis we should control for sample selection, by using the Heckman two step procedure. However, inserting the inverse Mills ratio into an ordered probit equation is not a standard procedure and could itself insert a bias into our results. Therefore, in our reported results we merely attempt to insert additional explanatory variables into our estimating equations to pick up such effects. Similarly, while men employed in the public sector have lower satisfaction than those employed in the private sector, the sign on public sector employment is positive for women. For both sexes job satisfaction is higher for part-time workers 7 Sousa-Poza and Sousa-Poza (2003) show using the first 10 waves of the BHPS that women's satisfaction declined substantially in the 1990's, whereas men's job satisfaction remained fairly constant. This resulted in a halving of the gender job satisfaction differential. Nevertheless, we find that the difference is still significant. 8 However in the case of Wales we find this term is insignificantly different from zero. When the sample is split by region the most striking feature for Wales ( Table 2 ), is that comparative pay is never a significant determinant of job satisfaction for either men or women and for the latter usual pay is never significant either. For women the voluntary quits and inactivity variables are insignificant at conventional levels.
This story is, in the main, replicated for most variables, in the other regions, save for the fact that the comparative wage is significant for both genders in the Rest of England for men (at the 10% level) in London and the South-East and (also at the 9 Bender and Sloane (1998) , using the Social and Economic Life Initiative dataset, found that when a variable measuring the quality of industrial relations was included in a job satisfaction equation the negative sign on trade union membership disappeared. Consistent with this hypothesis Drinkwater and Ingram (2003) found using the Social Attitudes Survey that workers in Wales were significantly more likely to report good industrial relations and workplace harmony than workers in other regions. Oswald (1997) found that overall happiness was determined much more by whether the individual had a job than by the level of income. The worst thing about losing a job was not the drop in takehome pay but the non-pecuniary distress which it caused. Mental distress was twice as high among the unemployed as among the employed. This results in a loss of 8.66% of the observations from the Welsh sample, which is sufficiently small that it should not invalidate the exercise.
The sign on the Objective One coefficient is always positive and significant at the 10% level for the whole sample and for women. However, regional unemployment and inactivity rates were insignificant when included in the jobs satisfaction equations and did not affect the significance of the regional dummies. 11 Thus, it seems unlikely that low activity rates for Wales explain the high levels of job satisfaction there. This is reinforced by the fact that job satisfaction is significantly higher in Wales than elsewhere after controlling for number of weeks not employed in the last year.
12
It should also be bourne in mind that it is the younger and more educated that tend to migrate from Wales and outward migration is substantial. In April 2001 1.24% of those resident in England were born in Wales (Drinkwater and Blackaby, 2004) .
Thus, some of the more dissatisfied workers in Wales in the past, may now be working outside of Wales. However, when a dummy variable for born in Wales was included in a job satisfaction equation for England it turned out to be insignificant.
Thus, the Welsh in England are similar to those born in England. However, we 11 We also change our omitted group in the national regressions from Wales to the objective one region in Wales. Thus we included the objective three in Wales region as another region. We find that London and the South East, the rest of England and Scotland are significantly different from the Wales objective one region but the Wales objective three region is not. 12 We also included 16 local authority dummies to see if there were significant differences in job satisfaction at this level of dis-aggregation. Four local authority areas had significantly higher than elsewhere (at the 10% level or higher), all of them in the Objective One area. We also attempted a decomposition based on the predictions of the ordered probit model using the Welsh coefficients with the characteristics means from the other regions. If those in Wales had the same average characteristics as those in other regions mean satisfaction would rise slightly for all workers and women more substantially in comparison to London and the South East. Therefore, it does not appear that the personal characteristics in our model are driving the higher job satisfaction found in Wales.
13 13 We also experimented with OLS and found that the major difference was in the intercept term, suggesting that omitted variables were driving the higher job satisfaction found in Wales. 
CONCLUSIONS
The aim of this paper was to explain why job satisfaction should be significantly higher in Wales than in the rest of Britain, despite the lower GDP per head employment and earnings in that region. There are a number of possible explanations for these findings. First, the higher levels of inactivity and unemployment may lead to the in work state being regarded more favourably than where job openings are more plentiful.
We find that those individuals who had a period out of work in the last year and those who quit their last job voluntarily had higher levels of satisfaction in their current job, but this is not sufficient to remove the significantly higher job satisfaction in Wales. Further, job satisfaction is just as high in the economically depressed Objective One area of Wales as in the rest of Wales and, in the case of women, higher.
Another possibility is that the climate of industrial relations, as perceived by workers, is better in Wales than elsewhere and there is evidence for this from another study. (Drinkwater and Ingram 2003) . This is important as Wales has relatively high union density, a factor which generally lowers job satisfaction. A third possibility is that workers in Wales are less concerned about their level of pay than workers elsewhere. Hourly wages are only significant at the 10% level for workers in Wales, as opposed to the 1% level for Britain as a whole and relative wages are insignificant, and for women in Wales hourly wages are insignificant too (though this is also the case elsewhere). It may be that socio-psychological factors or cultural factors which we cannot control for are responsible for some of these differences. There is, for example, a particular Welsh culture and identity, reinforced by a separate language, which may play some part in increasing job satisfaction in addition to the factors which we have referred to in the paper. Whatever the cause there may be some labour market advantages for firms choosing to locate in Wales, given the combination of relatively higher job satisfaction and relatively low wages. 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60   F  o  r  P  e  e  r  R  e  v  i  e  w 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60 
